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Kysymyksiin saa vastata suomeksi

1) Relating to reciprocal method in assigning resource costs to production cost centres.
a) Illustrate how the method works
b) What economic insights can be gained from using the method?
¢) How can the treatment of committed vs. flexible resources differ in this method?
d) How can the method be used in assisting make-or-buy decisions?

(10p).
2) Key concepts of Life-cycle costing and its role in cost-based decision making (10 pts)

3) Pitfalls of the DCF (discounted cash flow) method in evaluating strategic investments (according to
Kaplan and Atkinson) (10 pts)

4) A healthcare company specializes in hip, knee and shoulder replacement operations, known as
surgical procedures. As well as providing these surgical procedures the company offers pre
operation and post operation in-patient care, in a fully equipped hospital, for those patients who will
be undergoing the surgical procedures. Surgeons are paid a fixed fee for each surgical procedure
they perform and an additional amount for any follow-up consultations. Post procedure follow-up
consultations are only undertaken if there are any complications in relation to the surgical
procedure. There is no additional fee charged to patients for any follow up consultations. All other
staff are paid annual salaries.

The company’s existing costing system uses a single overhead rate, based on revenue, to charge
the costs of support activities to the procedures. Concern has been raised about the inaccuracy of
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(a) Profitability analysis using the current system:

Hip
$

Knee

Shoulder
S

Fee charged to patient

Surgeon's fee

Fee for follow-up consultations

Medical supplies

Overhead cost

Profit per procedure

(b) Activity-based costing

1* step: Calculation of cost drivers (ABC):

Activity

Cost Driver

Overheads

No. of cost drivers

Cost perdriver

$

Theatre preparation for each session

Operating theatre usage

Nursing and ancillary services

Administration

Other overheads

2" step: ABC overhead cost per procedure:

Activity

Hip

Knee

Shoulder

Theatre preparation for each session

Operating theatre usage

Nursing and ancillary services

Administration

Other overheads

Total overhead cost per procedure
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